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No. 7

T E causes of the present high- other things in exchange for itself. And,
H
price wave and the prospects of finally, price is value expressed in terms of a
its continuance or abatement common exchange medium, known as money.
Let us apply this law to a few things and see
have been the source of much
recent discussion. The ques how it works.
If more food, for example, is produced than
tion is of great interest to every
one, especially to students of is needed to meet the public demand, a surplus
Accountancy and Business, but will be accumulated, the market will be flooded,
many people have found it difficult, amid a mul and prices will fall. The reverse is equally
titude of varying opinions, to get a clear idea true. The law of supply and demand applies
of the economic principle underlying present to the price of commodities, then, and any one
price conditions. It is the
may figure out for him
self the effect of various
purpose of this short ar
LEADING ARTICLES
changes, and see in actual
ticle, not to attempt a full
discussion of this complex
practice that his con
Law of Supply and Demand in
problem, but merely to make
clusions are correct.
Relation to High Prices
clearer to the casual reader
Title-page
Does this law also apply
the basic principles in
to
the price of labor,
Hold-over Tenants
volved.
namely, wages ?
Surely
Page 100
Students of economics
labor is not a commodity to
Students' Questions and Answers
have an old friend known
be bought and sold. A man
Page 102
as the “ Law of Supply and
must live and support a
The Science of Accounting
Demand ” that is constantly
family on the wage he
Page 104
appearing when matters
earns. If the labor supply
Sales Letters
pertaining to the produc
is over-abundant, will this
Page 106
tion and consumption of
man’s wage be low, regard
Constitution and By-Laws of The
wealth, labor and wages,
less of his needs?
Al
Pace Club
capital and interest, and
though it may seem wrong
Page 108
kindred subjects are dis
and unjust, we must admit
Annuity
Problems
cussed.
This important,
that in the past, the law of
Page 110
ever-recurring law, simply
supply and demand was a
stated, is as follows: When
large factor in the deter
the available supply of anything (either a com mination of wages: Nevertheless, the human
modity or a service) is large, and the demand element enters in; the idea of a just return for
for it is small, its value will be low; if the de what he produces enters in; the labor union
mand is great, and the supply small, the value enters in; the law of supply and demand is
of that thing will be high; as the ratio between modified by these various factors. We may say
supply and demand varies, the value of the that it applies to labor and wages—with res
thing, and the price which is based on value, ervations.
change in proportion.
As a third illustration, briefly, the law of
Perhaps the terms used above require defini supply and demand determines the rate of in
tion. Supply means the amount of the com terest on capital invested or loaned. If surplus
modity or service available in a particular mar wealth is abundant and new projects are few,
ket, or buying community. Demand means, not interest rates will be low. When business is
the mere wish or desire of people, but the real active and new capital is needed in excess of
want of the public, expressed in terms of buy the available supply, interest rates increase.
ing-power. Value is the worth of the thing in
When two services or commodities are ex
the market, measured by its ability to command changed, it is seen that the price, or ratio

Law of
Supply
and
Demand
in
Relation
to High
Prices
By
H. A.
Elson,
Executive
Staff,
Pace
Institute

booming and the general credit
of exchange, is determined by a
double application of the law of
ace tudent situation is good. The working out
supply and demand. If commod
of the Federal Reserve system and
June, 1920
ity A is to be exchanged for com
its effects on the business of the
modity B, four things will determine the ratio country, are an intensely interesting study.
of exchange—the supply of A, the demand for Unfortunately, we can but touch upon it here.
Because of the situation just outlined, it is
A, the supply of B, and the demand for B. Sup
pose A is abundant and the demand for it small; frequently stated that we are not on a real gold
( Continued)
its relative value will be small. Suppose B is money standard in this country, but on a gold
scarce and the demand for it heavy; its relative and credit standard. It is also asserted that
value will be high. This condition will deter our national currency is inflated, because of the
mine how much of B will be given for A. When presence of this credit money in large quanti
any one of the four elements affecting this con ties. Inflation implies, however, that there is
dition changes, the ratio of exchange will vary. more money available than is needed to carry
This economic law of supply and demand on the country’s business. We must, therefore,
applies with equal force to the best known see what factors control the demand for money.
The demand for the commodity, money, de
and most popular of all commodities, namely,
pends upon the volume of business that must
money.
Money is a commodity, the basic material of be settled on a cash basis. If an entire trans
which is chosen because of its high comparative action, or series of transactions, can be com
value, its scarcity, durability, convenience, and pleted on a credit basis, without a final settle
certain other qualities, to serve the business ment in money, no demand for money arises in
community as a commonly accepted tender in those transactions, but the credit itself becomes
payment of debts. Many articles of value have a sort of medium of exchange. There are, how
been used as money in various localities at dif ever, a tremendous number of straight cash
ferent times. Wampum, or beads, was the money transactions and credit transactions that result
of the Indians. Tobacco served the same pur in a final money settlement.
The money demand is also affected by the
pose for the Virginia colonists. Nearly all the
metals have been used as money. At present, speed of circulation. If business is very active
gold is the standard money of the leading com and money changes hands often, a smaller total
mercial nations of the world. Some countries, amount in circulation suffices for a given vol
such as India and Mexico, have a silver ume of transactions than if money is sluggish
and changes hands slowly.
standard.
Continuing our former illustration, let us
Although gold is the standard basis of money
of the United States, very little of it is in gen say that commodity A is money, and commodity
eral circulation at the present time. Disregard B is a composite of the various commodities on
ing minor elements, the two main classes of the market; in other words, all those things we
circulating money are: first, paper money, have in mind when we refer to “ the cost of
known as gold certificates, issued by the United living.” We observed that four things will
States government and by the Federal Reserve determine the ratio of exchange: the supply
Banks on the strength of gold reserves in their of money, the demand for money, the supply
vaults; second, paper notes, issued by Federal of commodities, and the demand for commodi
Reserve Banks on the strength of negotiable ties. Which one or more of these four elements
paper and securities held by them. The ratio is responsible for the present wave of high
between each class of money and the security prices?
The supply of money, we have noticed, is
on which it is based is fixed by law. The law
which provides for the Federal Reserve Notes ample, and under the Federal Reserve system
issued on the basis of commercial paper is can expand as demand increases. The demand
known as the Federal Reserve Act, passed in for money at present is large, because of busi
ness expansion, high wages, and prices. This
1913.
It is evident, then, that the available supply last item sounds as though we were arguing
of circulating money may be increased in two in a circle, but, as a matter of fact, high prices
ways: (1) by the increase of the gold supply; do increase the demand for money, because the
and (2) by an increase in the amount of com money total of the transactions is greater. The
mercial paper held by the Federal Reserve banks meet this increased demand by increas
Banks. This latter increase is caused by more ing the supply of money, which in turn tends to
loans being granted to the business men of the keep prices high. This is a partial explanation,
country, and takes places only when business is but there is the other, more important, side.
98
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William
H.

Compton,
C.P.A.
(N.J.)

"W
HEN
I first started to
study Accountancy, af
ter being out of school
many years, it was
quite a job to concen
trate on the work. But the more
I studied, the more I realized how
little I knew; consequently, I be
came more determined than ever to
master the subject. After sticking
to my studies a while, the lessons
became so interesting and fascinat
ing that I always looked forward
to my study periods with a great
deal of pleasure. I made it a point
to devote two hours a day to study
and not let anything interfere.
This I did for seven years, and at
the present time, I devote as much
time to study as possible, for I
believe that one must study con
stantly in order to keep up with
the many new problems of the day.”
The foregoing tells how William
H. Compton, C.P.A. (N.J.), a Pace
Extension Graduate, has drawn
away from the field of ordinary job
holders in business, and at the early
age of thirty-four, has won success
as a business technician and execu
tive. Note the insistence on pur
poseful, sustained study.
The
phrases, “ two hours a day ” and
“ for seven years,” suggest the kind
of backbone Mr. Compton pos
sesses. Success requires a prelim
inary investment of time and en
ergy; and sensible is the young man
who grasps this truth.
“A prophet is not without honor,
save in his own country,” is a fa
miliar saw, which sometimes is not
true, as is borne out in Mr. Comp
ton’s case; for Mr. Compton was
born in Trenton, N. J., and has
lived there practically all his life.
He graduated from the Trenton
public schools, from the Trenton
High School, and from The RiderMoore & Stewart Business College.
Throughout his school courses, he
made a reputation for quietly ef
ficient work.
On leaving school, Mr. Compton
was employed for a time as a clerk
by the Pennsylvania Railroad, in
one of their Philadelphia offices.
Then he entered the employ of the
Trenton Saving Fund Society,
where he gradually rose to an im
portant executive position.
In the meantime, he completed
the Pace Course in Accountancy
and Business Administration by
Extension, and he also took several
additional courses, chiefly by cor
respondence.
After securing his
professional degree, he felt that he
was qualified to practice Account
ancy; and so he gradually worked
up a professional clientele which
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soon included some of the largest
and most solid concerns in Trenton
and vicinity.
In June, 1918, Mr. Compton en
tered the employ of the Monument
Pottery Company, of Trenton, in an
important executive capacity. A
little later, he was elected con
troller.
Despite his executive
duties, he found time to look after
the audits and accounting interests
of some of his old clients.
Despite Mr. Compton’s success
as a business executive, his heart
is really in the professional prac
tice of Accountancy. He himself

William H. Compton,
C.P.A. (N.J.)
Controller, Monument Pottery
Company, Trenton, N. J.

says, apropos of this matter, “ The
call of my former clients and many
new ones has become so strong that
it is my intention to open offices in
the very near future for the prac
tice of public accounting, giving up
my present private position. It is
my purpose to assemble an organ
ization that will cover all kinds of
accounting, industrial engineering,
and income-tax work. It will be a
high-grade organization, and only
first-class work will be accepted.”
Mr. Compton’s opinions as to the
value of training in Accountancy
99

and as to the opportunities open to Who’s
Accountancy-educated
men
and
Who
women, follow:
“ I have been asked many times
if I would advise young men just Biograph
entering a business career to take
up the study of Accounting. I tell ical
them by all means ‘ Yes.’ I usually Sketches
advise them to continue the study of Men of
until they have secured the C.P.A. Affairs
degree, even though they wish to
continue in private employment.
The possession of the degree is a
sign of business knowledge and will
act as the best recommendation a
person can have. In fact, it is the
only recognized degree in the busi
ness world.
“ It is a fact that the profession
of public accounting is in its in
fancy, and that private concerns are
just commencing to realize the
value of Accountancy-trained men
and women. It can thus be easily
seen that there is a splendid eco
nomic future for any one far
sighted enough and ambitious
enough to secure an education in
Accountancy and Business Admin
istration.”
Mr. Compton is a member of the
New Jersey State Society of Cer
tified Public Accountants. He is
also a Mason, a member of the
Knights of Pythias, and a member
of the Kiwanis Club. Mr. Comp
ton, also, because of his interest
in the educational development of
ambitious young men and women,
finds time to act as professor of
Accounting and Business Admin
istration (Pace Courses) at Rider
College, Trenton, which, under the
able leadership of Messrs. F. B.
Moore and J. E. Gill, has become
one of the most progressive and
successful business colleges in the
East. The fact that Mr. Compton
is himself a graduate of Rider Col
lege, and knows from experience
the high quality of its training
makes him prize his teaching con
nection most highly. There is no
doubt that many a successful young
man and woman will in late years
acknowledge a debt of gratitude to
Mr. Compton for his teaching, be
cause the spirit of service is strong
within him.

Wasting time is worse than wast
ing money. The first you can never
get back, the second you can, some
times.

Reading

newspapers

and

visiting are out of place in office
hours.
There is plenty of dynamite in
the average human make-up. Selfcontrol is the thing that keeps it
where it belongs—bottled-up.

HoldOver
Tenants

HE author has been
monthly instalments, and, after the
so frequently asked
ace tudent expiration of the term, the landlord
by members of his
accepts from the tenant, still in
June, 1920
classes as to the
possession, another such instal
rights of tenants who hold over ment. The moment he takes the money, the
By
their terms, after the expiration law presumes his acquiescence in the renewal
Franklin
thereof, that he has deemed the of the lease for another year from March first,
M. Clark,
matter of sufficient interest to and both parties become bound; but until he
A.B., LL.B. warrant him in writing a brief exposition of the indicates his intention in some such manner,
law applicable to such transactions.
neither is bound. In other words, the law pre
First, to state the rule in general language, sumes from the mutual conduct of the parties
it may be said that when a tenant who, having a mutual intention to renew, and this presump
a lease, written or oral, for a definite, fixed tion is so far conclusive that neither one is
period of time, wrongfully remains in pos allowed to show that he alone cherished any
session of the demised premises after the ex actual intention different from that evidenced
piration of his term, then, in the absence of by such conduct. Hence, the tenant will be
any agreement to the contrary and if the land held for a new term if he holds over, despite
lord acquiesces, the original lease with all the the fact that prior to the expiration of his lease
rights and obligations of both parties there he notified the landlord that he did not intend
under, is, so far as applicable, renewed for a to renew (assuming, of course, that the land
similar period of time (not, however, to exceed lord, by his subsequent conduct, shows his in
tention of treating the holding over as a re
one year). Let us now analyze the rule.
When a tenant thus retains possession, the newal).
landlord has the option of doing one of two
The parties will be absolutely bound by this
things; namely, to consider him as a trespasser presumed mutual intention, or implied contract,
and dispossess him accordingly, or to recognize unless it appears affirmatively that the holding
him as a tenant for another term. If the land over was in pursuance of some other and dif
lord sees fit to dispossess him, then, of course, ferent actual agreement. Either party is en
no question of a renewal of the tenancy can titled to prove this, and if he does so, the pre
arise; but if the landlord chooses to hold him, sumption is destroyed, and the relations of the
then the tenant will be liable for the extra term, parties will be governed by their actual agree
even against his will, as he has no option in the ment, whatever it may be. Suppose, for in
matter at all. Whichever course the landlord stance, that previous to the expiration of the
pursues, when he has once made his choice, he first term, the landlord notifies the tenant that
himself also is absolutely bound by it, and he a continuance of the tenancy is to be on an in
can not thereafter change his mind; so that, creased rental named. In such case, the tenant,
when the landlord once elects to hold the tenant by remaining in possession, indicates his con
for the new term, the transaction becomes as sent to renewing his term at the new rental.
binding on both parties as though a new written Again, if the tenant, although he holds over,
lease were entered into, and neither one alone, proves that he does so with the express or
during the continuance of the new term, can implied consent of the landlord for the con
throw off the relationship or alter the mutual venience of the parties in negotiating a new
rights and obligations arising thereunder, al lease, then any presumption of a renewal of the
though, of course, both could by a subsequent original tenancy is rebutted by the proof of
this actual agreement giving the tenant the
mutual agreement.
The choice made by a landlord, under the right to such temporary occupancy.
As to what constitutes a holding over, it may
option just described, is of no legal conse
quence, unless he openly manifests it by some be stated that, generally speaking, if the tenant
overt act or statement which must be of such a remains in possession for any period of time,
character that it evidences his consent to the however short, after the expiration of his term,
renewal of the previous tenancy. Inasmuch, there is a holding over. Any mere difficulty
however, as the tenant’s consent is implied only in moving, such as procuring vans, or new
from the fact of his holding over, the renewed quarters, is no excuse. It has been held, how
tenancy arises, not from any express contract ever, that temporary practical impossibility, as
of the parties, but rather from one implied by distinguished from difficulty, in vacating the
the law from their conduct. For instance, sup premises, relieves the tenant from liability for
pose that the original lease be for one year end another full term, regardless of the landlord’s
ing March first, the rent being payable in attitude. Thus, in a New York case, it appeared
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that the tenant really intended to
The
HE legal rights of land
T
vacate at the end of his lease, and
ace tudent
lords and tenants un
actually did so, except as regards
der
the rent laws re
June, 1920
one room where his mother was
cently passed by the
confined for two weeks over the term by an state of New York constitute a subject that is
illness of so serious a nature that her removal of great interest to many persons. For that
would have imperilled her life. The court held reason, a letter written by Benno Lewison, Esq.,
that under the circumstances complete vacation treasurer of the New York County Lawyers’
of the premises was practically impossible, and Association, in response to an inquiry, is pub
refused to hold the tenant for another full term. lished below, with Mr. Lewison’s permission:
This decision rests upon the theory that an
“ I do not know that I will tell you anything
implied contract of renewal must be based on as to which you are not already fully advised;
the voluntary conduct of the tenant, and not on but in the confusion which has arisen in ref
conduct forced upon him against his will by erence to the matter, I deem it worth while, in
circumstances over which he has no control.
the interest of, possibly, your associates or your
The next question for consideration is the valued employees, to give you a brief resume
length of time for which a term will be re of the new Landlord and Tenant legislation
newed. If the first term be for a period of one which is now in force, but which is applicable,
year, or longer, the renewal will be for one year however, only to premises occupied for dwell
only; if, however, at the end of that year, the ing purposes (other than hotels, lodging-, or
tenant again holds over under similar circum rooming-houses).
stances, there will be another renewal for an
“ The present changes are as follows:
other year, and so on indefinitely. If the orig
“ Where a lease has wholly expired, or is
inal lease be for a shorter period than one year, about to expire, and the landlord has given suf
as, for instance, six months, then the new term ficient notice (as they are doing now in these
will be a like period, which also may be renewed cases) that he wants possession of his premises
again and again by successive holdings over.
on the date of the expiration of an existing
Before concluding, it is well to emphasize lease, the court must award to the landlord a
once more that parties can always arrange a dispossess warrant. Such award having been
renewal by their express contract. With that, made, the court has, however, power to grant
however, we are not now concerned. What we to the tenant a stay (or successive stays) of
are here dealing with is a situation that arises the removal warrant, upon the condition that
when the parties do not expressly agree to the the tenant, meanwhile, pays such rent as the
renewal, but when their conduct is such that the court shall determine to be reasonable. The
law will imply therefrom a contract to that aggregate of these stays may not exceed the
effect, in order to promote the ends of justice period of one year.
and fair dealing.
“ No dispossess proceedings can, however, be
The foregoing represents the law of New maintained for non-payment of the rent of
York and many other jurisdictions. In 1918, premises which are being occupied under an
the New York legislature passed a statute as existing tenancy, unless the petition for the
follows: “An agreement for the occupation of dispossess warrant shows affirmatively to the
real estate in the city of New York shall create court that the rent does not exceed 125 per
a tenancy from month to month, unless the cent. of the rent as it existed ‘ one. year prior
duration of the occupation shall be specified to the time of the presentation of the petition.’
in writing by the parties thereto or by their That is to say, a landlord can not enforce by
lawful agents ” (Laws of 1918, Chap. 303). At dispossess the payment of a greater rent than
first glance, it would seem that this statute lim 25 per cent. over and above the rent paid a
its renewals to a period of one month only, but year prior to the order of the proceeding, from
it has been held that the old rule still obtains, any tenant in occupation under a lease. There
and that this statute applies only to express is, however, nothing in the law which prevents
agreements, and not to those implied in law, the landlord from bringing an action each month
such as we have discussed herein.
to recover a money judgment for the amount
of the rent. If the landlord chooses to do that
The world is full of good talkers, but a good listener
(and I understand that that is going to be the
is rare.
practice wherever the tenant is a person of
sufficient financial responsibility), then, if the
The best fruit usually hangs on the topmost branches
nearest the sun. To get it, you must not be afraid of rent sued for exceeds 125 per cent. of the pre
vious rent during the year, the burden is upon
barking your shins.

P

S

101

Forward to page 107

Legal
Rights of
Land
lords and
Tenants
By
Benno
Lewison,
Treasurer,
New York
County
Lawyers'
Association

A contributes $50,000 and B $25,
HIS Department
does not publish
ace tudent 000 to the partnership fund. The
agreement is silent as to the man
answers to all of
June, 1920
ner in which profits and losses will
the questions re
ceived, but only to those which be divided. Suppose, at the end of the first year,
we deem to be of general in there is in the Profit and Loss Account a credit
terest to our readers. A com from Gross Trading of $9,000, and debits of
munication, in order to receive $2,000 and $1,000, due to General and Selling
attention, must contain the name and the ad Expenses. In the Profit and Loss Account,
dress of the person asking the question.
Gross Trading Profit, General Expense, and
Selling Expense, including, as they do, all
HE stockholders in a certain corporation sources of operating income and outgo, repre
Q
may be divided into two groups: first, sent the determining factors of the Net Profit—
those holding $1,000 (or more) of stock; and,
$6,000. If profits were divided equally, A would
second, those holding less than $1,000 of stock. get $3,000 and B $3,000. But if there is a pro
It is proposed to declare a stock dividend, vision that each partner shall be credited for
payable to those of the first group—that is, the interest on capital at, say, 6 per cent. per
$1,000 or more stockholders. Two questions in annum, there would be, in effect, two distribu
connection with this matter arise: First, are tions of the net profit, with the result that A,
not the members of the second group entitled on account of the excess of his capital contribu
to a stock dividend also; secondly, how much tion, would receive more of the profits than B.
will they get?
The following entries will show that $6,000
The
law
concerning
stock
dividends
is
that
only
is distributed:
A
all stockholders of a given class of stock share
pro rata in dividends. It is not permissible to (1) PROFIT AND LOSS........ $4,500.00
To A—CAPITAL ............................ $3,000.00
single out any group of stockholders in that
B—CAPITAL ............................
1,500.00
class and favor them simply because their hold
For distribution of profits in the form
ings happen to be greater than those of other of interest allowance on capital.
owners of the same class of stock.
$1,500.00
PROFIT AND LOSS..
Answering your question specifically, there (2)
$750.00
To A—CAPITAL........................
fore, the stockholders having less than $1,000
B—CAPITAL................
750.00
For distribution of remaining profit.
worth of stock are entitled of right to the same
form of dividend distribution that the other
The net amount of profit which each partner
stockholders of that class receive—in this in
stance, a stock dividend. This is entirely a would receive would be as follows:
matter of stockholders rights, and not some
A’s share on first distri
thing which rests with the discretion of the
bution ............................ $3,000.00
board of directors.
On the second..................
750.00

Question
and
Answer
Depart
ment

P

S
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Total .........................
$3,750.00
CAN not understand why “ Interest on
B’s share on first distri
Partners’ Capital,” since it is charged to
bution ............................ $1,500.00
Profit and Loss, is not an expense of the busi Second distribution........
750.00
ness. I would be grateful if you would give
Total ..........................
$2,250.00
me a clear outline of the situation.
Not
every
charge
to
the
Profit
and
Loss
Ac

A
Total, A and B.................................... $6,000.00
count constitutes an expense. Some charges
are determining factors of profit and loss out
OMPANY A owns 50 per cent. of the stock Q
C
come ; others have to do with distribution rather
of Company B and 40 per cent. of the
than determination of profit or loss.
Interest on Partners’ Capital accounts repre stock of Company C. Proxies are held for 20
sents a charge of the latter class. It is not an per cent. of the remaining stock of Company B,
expense, since assets have not gone from the while individual stockholders of Company A
business, nor have liabilities been incurred on own 40 per cent. of the stock of Company C.
account of the interest transaction. The in Under these conditions, would a Consolidated
terest entry is a means whereby a more equitable Balance Sheet be prepared?
Unless we can spell out of the proxies and A
distribution of profits, in view of capital con
individual holdings substantial control on the
tribution, may be accomplished.
The following example will bring this out: part of Company A over Companies B and C,
102

Q

I

Question
and
Answer
Depart
ment

a Consolidated Balance Sheet
properly chargeable as an expense
would hardly be used. The first
ace tudent to the organization. When money
requisite for a Consolidated Bal
is borrowed and interest is paid for
June, 1920
ance Sheet is the existence of a
the use of that money, such interest
parent company and subsidiaries or affiliated represents a charge against income, whatever
companies. Here, the question is whether or may be the source of the loan. The mere fact
(Continued) not B and C are subsidiaries or affiliated com that the partner made the advance should make
panies. The question, in turn, depends upon no difference.
As to the status of the partner in respect to
whether Company A controls the policies of
Companies B and C, or, at least, has an influ the loan, upon dissolution, such partner
ential voice in their management. Proxies are would be entitled to repayment of the loan be
usually revocable at will, and individual hold fore the repayment of capital to the partners.
ings of stock may change hands at any time, He would not be preferred, however, as to the
with no guarantee that the new owners will have creditors.
any concern about Corporation A. Ordinarily,
such conditions would not tend to give Company
S it absolutely necessary to open up a Reali Q
A control over Companies B and C. In a given
zation and Liquidation Account when a
case, however, it is possible that the above facts
partnership becomes incorporated?
would be sufficient to establish such control.
It is not necessary to open up such an ac A
Though there might be no occasion to draw count, though it is sometimes done. Suppose,
up a Consolidated Balance Sheet, it would still for instance, a partnership with the following
be necessary to inquire into the amount at assets and liabilities—incorporated for $100,which the stock of a given subsidiary would be 000.00, $34,000.00 of which was issued for the
carried on the Balance Sheet. Suppose, for net equity of the partnership:
instance, the stock of B had been purchased at
LIABILITIES
ASSETS
par, or $100.00 per share. Suppose, further, that
B has a total of $100,000.00 capital stock out Cash.................. $5,000.00 Accounts Pay
Re
able .............. $9,000.00
standing (of which A holds $50,000.00) and a Accounts
ceivable ........ 13,000.00 Notes Payable. 6,000.00
deficit of $50,000.00. The book value of a share Notes Receiv
17,000.00
A, Capital
of B’s stock will be $50.00. Hence, the account
17,000.00
able ................ 8,000.00 B, Capital
on the books of A must be adjusted. If, how Inventory ........ 20,000.00
ever, a surplus exists in the accounts of B, an Fixtures ............ 3,000.00
excess book value would not be taken into the
$49,000.00
$49,000.00
accounts of A, following the conservative view
that assets which are held permanently should
The following entries, not using a Realiza
not be written up for temporary increases in
tion
and Liquidation Account, might be made:
value.
It is worth observing, in conclusion, that the X CORPORATION, VENDEE.. $34,000.00
purpose of a Consolidated Balance Sheet is to ACCOUNTS PAYABLE .............. 9,000.00
afford fuller information in respect to financial NOTES PAYABLE ...................... 6,000.00
To CASH ......................................
$ 5,000.00
position of the parent company than the com
ACCOUNTS RECEIVABLE
13,000.00
pany’s own Balance Sheet makes available.
NOTES RECEIVABLE .. .
8,000.00
Whether or not a Consolidated Balance Sheet
INVENTORY.
20,000.00
is a necessity may be, in a given case, a difficult
FIXTURES .......................................
3,000.00
matter to decide. It is usually the practice For assets and liabilities turned
over to Corporation X, as by
to prepare consolidated balance sheets in cases
agreement.
where one company holds the controlling inter
est in others.
STOCK OF CORPORATION X. $34,000.00

P

S

I

To X CORPORATION, VEN
DEE ............................................
$34,000.00
N a recent issue of The Pace Student, the
Q
question as to whether or not Interest on For stock received in payment of
net assets turned over to Cor
Partners’ Capital is an expense to the business poration X.
was answered in the negative. May I ask if
this applies to loans by a partner to the busi A, CAPITAL ..................................$17,000.00
ness, and, further, what would be the status, B, CAPITAL .................................. 17,000.00
To STOCK OF CORPORA
upon dissolution, of the partner in respect to
TION X ........................................
$34,000.00
this loan?
For distribution of stock to the
Interest paid on bona fide partners’ loans is
partners.
A

I
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Therefore, if you, as an administrator or an
executive, are wondering what you should do
to develop staff morale, look within yourself—
take an inventory of your merits and defects—
make sure that your example, as an executive
and as a man, is worthy of imitation. Having
settled this matter honestly, you will not need
to worry about organization morale, for it
“ comes from the top down, never from the
bottom up.”

Pace Student
A Magazine of Service, Interpreting the Pur
pose, Spirit, and Needs of Modern Business

Published Monthly
Subscription Price $1.50 a Year, Payable
in Advance
PACE & PACE, Publishers
30 Church Street

OYALTY—what is it? We define the term Loyalty
as devotion to the interest of another—a
friend, a sweetheart, or a wife; or devotion Reprinted
to
by
the interests of an ideal or an organization—a Request
political party, a business enterprise, or one’s
country. No sweeter or more wholesome word
have we in all the reaches of our mother tongue
—a word that expresses constancy, honesty,
self-sacrifice, affection, and devotion.
Loyalty is a reciprocal quality that knits and
holds together the modern business organiza
tion. The organization seeks men and women
who can become interested in its aims, in its
procedures, and in its product, and who can work
whole-heartedly with their official superiors and
with their associates. In short, it seeks men
and women who have loyalty, potential or de
veloped.
The employee, on the other hand, seeks to
associate himself with the business organization
that is loyal to its employees—the organization
that honestly endeavors, in the wage scale, ill
salary adjustments, in profit distribution, and
in educational and other welfare work, to ap
portion returns on the basis of the effort con
tributed by each worker. In fine, the employee
desires to work with the organization that loy
ally seeks to promote his interests.
Cultivate loyalty as part of your business edu
cation. When the temptation arises—and it
will arise times without number—to criticize
adversely your organization, your department,
your chief, or your associate, for the mere sake
of airing a supposed grievance, don’t do it—be
loyal. Focus your energies and your interest
and your hopes on the task in hand and on the
organization of which you are a part, to the
exclusion of competing and distracting ideas—
ideas that stifle your development and retard
your advancement. Loyalty to a task or to a
chief has carried many a man over dangerous
vocational crises, and led him into a position
of responsibility. Nurture and develop this
fundamental quality of friendship and success—
loyalty, whole-hearted loyalty—in order that
the wholesomeness of its qualities may brighten
and better your life.

L

New York City

Copyright, 1920, by Pace & Pace

Editorial

O GANIZATION morale comes
R
from the top down, never from
the bottom up.” This pithy
sentence was a part of the an
swer made by the president of
a big New York trust company
to a question as to what means
and methods he made use of to
Organiza develop morale in the thousand or more men
tion and women employed by the institution of
Morale which he is the directing head.
There is no doubt about the morale that
exists in this particular trust company. The
employees are cheerful, courteous, and con
tented. They are loyal to the bank, to its man
agement, and to its policies; they believe and
say that, as banking institutions go, it is “ the
best ever.” They constantly try to serve the
needs of the customers so helpfully that good
will is created. And they are individually on
the lookout for new business. They refer to
the bank as “ our ” bank, never as “ the ” bank—
a straw that tells how the wind is blowing. As
a result of this spirit of cooperative service—
which is a rough-and-ready definition of morale
—the annual turnover of employees is almost
negligible.
For this satisfactory condition, the president
himself is largely responsible. He is a financier
of transcendent ability and is so recognized. He
is a wonderful salesman of the service of the
bank. He has assets of personality and char
acter, for he is a straightforward, genial, human
man, who says that any of his “ associates ”—
and he means office-boys as well as vice-presi
dents—can come to him at any time for a
friendly word or two. He is square—he will
not tolerate trickery or subterfuge, whatever
the immediate profit in dollars and cents. He,
personally, practices in the affairs of life Elbert
Hubbard’s definition of business—“ the science
of human service.”
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W have now traced
E
the scientific de
velopment of a
business from
organization
through all stages
of construction,
( Continued)
operation, and
verification of the
In this,
Thesis we have shown theresults.
coordination of
By E. P. the principles of Accountancy, and
Adams, the theoretical, practical, and log
ical consolidation into one science
Graduate, and
profession.
Pace The practice of the profession of
Institute, Accountancy, in general, is divided
into the following branches: (a)
Washing public;
(b) semi-public; (c) pri
ton vate.
(a) The public accountant is a
licensed practitioner, and is open to
engagement by business clients on
retainer. He must be prepared to
meet problems of the most varied
nature, ranging from the planning
of the organization and procedures
for the efficient operation of the
largest enterprise to the simplest
form of commercial operation, such
as that evidenced by the sole pro
prietorship in the small comer
grocery. To enable the public ac
countant to meet such demands
effectively, he must have had a wide
field of experience in business life.
The ever increasing demands for
the services of the public account
ant, and the new fields of business
ever arising from the development
of commerce, have made it neces
sary, to a large degree, that public
practitioners should specialize on
particular branches of the science.
As a result, more and more, we
find the public accountant as a
specialist in auditing, a specialist in
corporate finance, a specialist in
income-tax procedures, etc.
(b) In the semi-public practice,
we find members of the profession
engaged in governmental depart
ments, such as auditors in various
directive departments, chief ac
countants in constructive depart
ments, and, too, a large number in
the past two years as administra
tive directors in the income-tax
division of the Treasury Depart
ment.
(c) In private practice, we find
those accountants who have spec
ialized, after their fundamental
grasp of their science, on particular
phases of commerce.
The Science of Accountancy be
ing the fountain of administrative
practice, the commercial world has
recognized the logical fitness of the
accountant, and the profitable
sequence of placing such men in

The
Science
of Ac
counting
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charge of the administrative affairs
of business. We find, therefore, ac
countants occupying the position of
general manager in many large in
stitutions, particularly where their
efforts have been directed along the
lines of the business in which they
are now engaged.
Since the position of general man
ager carries with it the responsi
bilities of production, as well as of
administration, it is well recognized
by accountants desiring private
practice that such an officer must
be familiar with the elements of
labor direction and output of pro
duction ; and, as a consequence,
these men direct their efforts to
broadening their development in the
direction of the chosen field. In
my opinion, positions of this class
offer a great opportunity for the
accountant desiring to make private
practice his field. Such positions
not only put to the best use his
ability as a business scientist from
the personal, material view-point,
but give to the business itself the
benefit of such ability to the fullest
extent, an ability of such a char
acter as is possessed by no other
profession or collective body.
While from the history of the
rise and development of the Science
of Accountancy it is shown to be
among the oldest of the sciences
and professions, no effort seems to
have been made, until of recent
years, to protect the clientele of the
profession, or the responsible mem
bers of the profession, from those
seeking to practice, through un
scrupulous motives, or from those
lacking the required qualifications.
As a consequence, many individuals
posing as “ Organization Experts,”
“Auditors,” “ Expert Accountants,”
“ Cost Engineers,” etc., have “ hung
out their shingles ” and advanced
half-baked systems, and proceeded
to graft on to commercial opera
tions regardless of scientific and
practical application thereof. As
could only be expected, the failure
of the proposed “ panacea ” to bring
forth the promised results followed,
and in many cases, demoralized the
organization as a whole. Such con
ditions brought upon the profession
the stigma of “theorism,” and, to
a large extent, a prejudicial atti
tude of Business to the profession.
It thus became necessary to use
drastic measures in order to clear
up this situation and bring the pro
fession up to its natural sphere in
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business operations. Recent legis
lation and internal organizations
fostered by bona fide followers of
the science have accomplished a
great deal in this direction.
The first important steps to this
end were taken by the members of
the profession, in Scotland, in the
organization of the Society of Ac
countants of Edinburgh, in 1854.
Other societies were formed in
Glasgow and Aberdeen in 1855 and
1867, and in 1880, the Institute of
Chartered Accountants of England
and Wales, its charter providing for
membership of all practicing ac
countants in these countries. So
cieties were formed in the other
principal European countries dur
ing the period of 1880 and 1903. All
of these societies established quali
fications for admission of members,
and ethical standards to be fol
lowed. The first legislative enact
ment for the protection of the pro
fession in the United States was
secured in the state of New York,
in 1896, through the efforts of the
Society of Certified Public Account
ants of that state; and at this time,
such statutes have been adopted by
forty states. A number of national
societies have been formed in the
United States, the most prominent
of which is the American Institute
of Accountants.
The American Institute of Ac
countants, as an organization and
through its individual members, has
sought to secure standardized legis
lation for the protection of the
profession, and at this writing, some
thirty states have been prevailed
upon to incorporate in their statutes
the features deemed imperative to
properly safeguard the practitioners
of the Science of Accountancy and
their clients. In the course of the
next two years, we may confidently
expect the remaining states to fol
low. However, in the practice of
Accountancy, as in medicine or
other professions, legislation, no
matter how stringent, can not keep
up the ethical standards which must
go hand in hand with the personal
relationship existing between the
practitioner and his client. Each
and every member of the profession
must therefore be charged with the
responsibility of his own “ keep
ing,” and at the same time that of
his brothers, ever having before
him the requisites of a true Ac
countant :
1. Integrity beyond question.
2. Unquenchable thirst for knowl
edge.
3. Analytical without limit.
4. Supreme judgment and tact.
5. Right is might.

E ERY business
V
letter, whatever
its subject or its
purpose,
is
a
sales letter; that
is, it makes either
Sales
a favorable or an
unfavorable im
Letters
pression upon the
mind of the per
By son that receives it. If it makes
Horatio a favorable impression, it helps to
N. Drury build up good-will; if it makes an
unfavorable impression, it destroys
good-will. And good-will is the
most important single asset which
any firm that hopes to grow can
accumulate.
Good-will
to-day
means profit-return to-morrow.
Most progressive firms are al
ready alive to this basic business
truth, so far as their promotion
letters, publicity folders, and ad
vertisements are concerned. Such
firms properly enough spend thou
sands of dollars year in and year
out in keeping their wares or their
service in the consciousness of the
purchasing public. They know that
before a prospective purchaser be
comes an actual purchaser, he must
be interested, convinced, and stimu
lated to action. They know, too,
that good-will must be fostered, be
cause it underlies the entire selling
process.
But here is a curious fact. Many
a firm apparently spends most of
its energy and most of its intelli
gence in getting new customers, giv
ing only a little thought to ways and
means of holding old customers
through carefully written letters.
And old customers are, without
question, the most prolific source
of new customers! A tactless let
ter, whatever the subject, that irri
tates a customer makes it possible
for him to say, “ Yes, I had trouble
with those people once ”—the sort
of admission that often deflects new
business for all time.
I have in mind a wholesale
grocery concern which organized a
campaign to sell a new brand of
canned vegetables to the . leading
retail grocers of a certain large
New England city. The sales let
ters — dealer-promotion letters —
were most creditable; they con
tained much convincing “ reasonwhy ” copy; they made much of the
“ service ” which the wholesale
house professed to be able and
eager to give. Here is the closing
paragraph of the third of the series
of three sales letters:
“We stand ready to cooperate
with you in making these goods
profitable sellers. Whenever you

English
Depart
ment
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feel that we can help you in any
way, let us know at once, and one
of our service specialists will call
on you. Your interests are ours.”
These letters brought many in
quiries, and laid the foundation for
many sales. The goods proved to
be all that was claimed for them—
their quality was evidently satis
factory, and the price was reason
able. So most of the grocers found
it unnecessary to avail themselves
of the “ service ” which was prom
ised in the dealer-promotion letters.
One grocer, however, a man of
unquestioned financial responsibil
ity, who had been handling the
goods for about nine months, and
who had paid all his invoices, ex
cept the last one, promptly, re
ceived the following letter:
“ In response to your favor of the
11th inst., we beg to say that our
collection policy will not permit us
to grant the extension which you
request. Trusting to be favored
with your check for $169.12 by re
turn mail, we remain,”
The grocer receiving this stereo
typed collection form promptly
sent the check requested. He did
two other things as well. He can
celed two orders for undelivered
canned goods, amounting to three
hundred and twelve dollars, and in
formed the wholesale house that he
would not have anything to do with
them thereafter. He also had type
written copies of the dealer-promo
tion letters and the collection letter
struck off and sent them to all the
members of his Retail Grocers’ As
sociation, with the caustic caption,
“ Promise and Performance.”
It does not require much imag
ination to guess at the handicaps
which the dealer-promotion depart
ment of the wholesale grocery
house had to overcome in that par
ticular city from that time on. At
last accounts, repeat orders were
falling off alarmingly, and salesmen
were referring to the community as
“ a tough nut to crack.”
Here is another example. An au
tomobile concern which manufac
tures a very good popular-priced
car succeeded in selling many cars
to the residents of a Mid-western
city of about one hundred thousand
people. The advertisements and
sales letters had a lot to say about
“ service ” and “ prompt adjust
ments satisfactory to the purchaser,
if anything goes wrong.”
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A well-known local physician
bought one of the cars. He had
trouble at once with the steering
gear. He took the matter up with
the man who sold him the car. The
salesman in turn promised to send
for another steering gear from the
factory and have the gear installed
at a local garage. Weeks passed
by, and finally the physician re
ceived the following letter from the
factory:
“ Referring to your complaint
about a stiff steering gear in the
car purchased by yOu from our
Blanktown dealers, would say that
an examination shows that the gear
was evidently mishandled after the
car was sold, as all gears are thor
oughly tested both before and after
they are installed. Under the cir
cumstances, therefore, we beg to
say that, if a new gear is installed,
it is only fair to us that you should
bear the expense. Awaiting your
further advices, we are,”
The physician, though not a par
ticularly choleric person, flew into
a rage at what he justly considered
unfair treatment. He sold the car
to a second-hand dealer and bought
another of a different make. Many
of his patients who expected to buy
cars often asked his advice. You
may be sure that there was one kind
of car he advised them not to pur
chase.
The point of this article needs no
sharpening. If you want to make
the letters of your sales-promotion
department steadily productive,
keep your eyes on the letters of
your adjustment and your collec
tion departments—they are the de
partments that keep your old cus
tomers sold, and thereby pave the
way for new customers.

A. D. SWIERSTRA, Pace Insti
tute, has entered the employ of
Searle, Nicholson, Oakey & Lill,
certified public accountants, New
York, as a stenographer and junior
accountant.
A. T. RAUSCH, formerly a senior
on the staff of Marwick, Mitchell,
Peat & Co., chartered accountants,
New York, recently entered the em
ploy of Searle, Nicholson, Oakey &
Lill, certified public accountants,
New York, as senior accountant.

A. J. RINALDI, a graduate of Pace
Institute, New York, has entered
the employ of Keatcham and Pease,
public accountants, New York, as a
senior accountant. Mr. Rinaldi was
formerly employed by Harris, Kerr
& Company, chartered accountants,
New York, as a junior.

Law of
Supply and
Demand
in Relation
to High
Prices

How about the supply of, and de
mand for, commodities?
The demand for commodities in
the United States is greater than
ever before in our history. Our
population is increasing, money is
plentiful, war-profits from abroad
were large, the standards of living
of nearly all classes are improving.
(Continued) We want, to-day, more necessities,
comforts, and luxuries than ever
before. What, then, about the sup
ply of commodities?
Here we arrive at the crux of
the problem. Is our present supply
of commodities adequate to meet
current demand? In this connec
tion, we must consider foreign as
well as domestic demand, for both
have the same effect on prices.
War is the most extravagant and
wasteful of all consumers. In times
of peace, the work of the world
provides for normal consumption of
goods. In time of war, the destruc
tion of wealth in addition to the
ordinary consumption and losses is
enormous. But that is not all. La
bor is diverted from the usual
channels of production to make
munitions and supplies, which in
turn are destroyed. In addition to
the enormous destruction of wealth
caused by war, it cripples normal
production to an even greater ex
tent. In the recent war, over four
million young men of working age
in the United States consumed
steadily, without producing, for
from one to three years. Estimat
ing that the average worker pro
duces economic values worth one
thousand dollars a year, one year of
the war would represent an eco
nomic loss to the country of four
billion dollars from that one cause
alone. Yet the United States did
not suffer heavily in comparison
with France, England, Germany,
Russia, and other countries. The
world’s economic losses during five
years of war were too great to be
expressed by figures. Production
after the war must make good those
losses, before the world can regain
its pre-war economic position.
Part of the great losses in the
United States were made good by
recruiting the ranks of labor with
women and young people who, ordi
narily, are not producers, and by
extensive campaigns of saving.
Our apparent prosperity to-day is
largely by comparison with less
fortunate nations, and because the
huge total of wealth in America
was not seriously reduced, even by
the billions consumed and destroyed
for war purposes. However, the
economic waste of war is seen as
a large factor in the high cost of
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living, which can be reduced, ac
cording to the most competent
critics, only by increased produc
tion.
It does not seem that the world
is yet ready to settle down seri
ously to increase production. Rus
sia is still fighting, and is flirting
with dangerous social and economic
doctrines. Germany is trying to
feel its way politically, and can not
resume efficient production until
stability returns. France is still
somewhat overcome with joy and
relief after her four-year orgy of
terror, and has not yet fully re
turned to work. In the United
States, we find the position of labor
forces greatly strengthened by the
war; strikes are frequent, and many
influences tend to keep down the
volume of production. As long as
the world is living on its surplus,
prices will remain high. When we
begin again to increase that surplus,
prices will come down.
In conclusion, one thing should
be remembered—real prices may re
main the same, even though actual
money prices increase. If wages
and all other incomes increase in
the same proportion as the cost of
living, real prices have not in
creased. If prices have doubled
and wages have also doubled, the
buying-power of a day’s work has
not changed. This, it must be ad
mitted, is partly the case to-day.
Therefore, if prices are to decrease,
wages must decrease with them, at
least to a certain extent. But the
only thing that will actually in
crease our prosperity, that is, the
abundance of goods for us all, is
increased production.
LEGAL RIGHTS OF LANDLORDS AND TENANTS

the landlord to satisfy the court
that the demand which he makes
is fair and reasonable, and does not
yield him an oppressive profit. In
every such action, the court de
termines what is the proper rent to
be paid, and renders judgment for
it, which can be enforced by exe
cution against the property of the
tenant.
“ The effect of this new legisla
tion may be summarized as follows:
“ 1.—If the tenant’s lease has ex
pired, or is expiring, the most that
he can gain by refusing to pay the
increased rent is a stay of from one
to twelve months in his eviction.
This is a weapon in the hands of
the tenant, by means of which the
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courts will doubtless be able to in
duce landlords to act with reason
able consideration. But the tenant
will be at the absolute discretion
of the court in the matter, and will
be in the unsatisfactory position of
not knowing from month to month
just where he stands, and that only
at most for one year.
“ 2.—Where his lease has not ex
pired, a tenant can not be removed
as long as he is willing to pay an
increase of 25 per cent. over the
rent which had been paid one year
prior to the time when the landlord
tries to put him out, even though
the lease calls for a higher rental.
On the other hand, he can not, as I
have stated above, escape the pos
sibility of a lawsuit for a money
judgment for the rent from month
to month.
“3.—If you or your people are
landlords, it will be important to
bear in mind that any tenant of
whom you ask too great an increase
in rent may be permitted to hold
over for from one to twelve months
against your wishes, upon payment
of the rent fixed by the judge, and
that it would therefore be a matter
of extreme risk to make new leases
with other parties, guaranteeing
possession on the expiration of the
term of the lease of the present
tenant. You can protect yourself
by a clause in the new lease to the
effect that if, through the action of
the courts, you are unable to give
possession at the beginning of the
term, the tenant shall make no
claim for damages against you. But
any tenant who accepts such a con
dition in his lease is very badly
advised.
“Altogether, the situation is a
terrible muddle, and the greatest
discretion and judgment will have
to be exercised with reference to
the countless . number of cases
where tenancies of all kinds are ex
piring on October 1st. Compro
mise, it seems to me, should be the
order of the day, wherever land
lords are half-way disposed to be
reasonable. Conditions in our city
are such that it is impossible to
expect to obtain living-space for
anything like the price to which we
have been accustomed. This is a
condition which no one can help,
and which is not likely to improve
for at least three or four years.”
CHARLES BEHRENS, Semester
B, Pace Institute, New York, re
cently secured a position as junior
accountant with Arnold Markel,
C.P.A., New York. Mr. Behrens
was formerly with H. S. Green
wood, C.P.A.

Legal
Rights
of Land
lords and
Tenants
( Continued)

Consti
tution
and
By-laws
of The
Pace
Club

HE PACE CLUB, Pace In
stitute, New York, recently
adopted the following consti
tution and by-laws:

T

Name
Article 1. This Club shall be
called The Pace Club.
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transaction of business at a meet
ing of the School Council.

Voting

Object
Article 8. All members in good
Article 2. The object of this standing shall be eligible to vote
Club shall be to promote educa at the class meetings. Fellows in
tional and social activities, and to good standing are entitled to all
foster the spirit of fellowship privileges except those of voting
among the students and graduates and holding office.
of the Pace Courses.

Membership
Article 3. There shall be four
classes of membership: Juniors,
Seniors, Fellows, and Honorary.
Juniors: All students in Semes
ters A, B, C, and students of special
classes.
Seniors: All students in Semes
ters D, E, and F, and all students,
past, present, and future, who have
completed Semesters A, B, C, D, E,
and who have not taken, or do not
take, the final examination and
graduate.
Fellows: All graduates of the
Pace & Pace Standardized Courses
of Accountancy and Law.
Honorary: Such persons dis
tinguished in the profession of Ac
countancy as the Council may elect
by a majority vote.

Officers
Article 4. The officers of the
Club shall be a president, a vicepresident, a secretary, an assistant
secretary, and a treasurer, who shall
be chosen from the School Council.

School Council
Article 5. The governing body
of the Club shall be the School
Council. The officers of the Club
and one member elected from each
class of the Institute shall consti
tute the School Council.

Election of Officers and Mem
bers of the School Council
Article 6. The officers of the
Club shall be elected by the School
Council at the annual meeting held
on the first Saturday in April of
each year, and shall serve for one
year, or until their successors shall
have been duly elected.
The members of the School Coun
cil shall be elected at meetings of
the respective classes, held within
a reasonable time after the forma
tion of the class. In the event of
failure of a class to so elect its
member, the president shall appoint
the member.

Quorum
Article 7. Twenty-five members
shall constitute a quorum for the

Committees

Article 9. There shall be the
following Standing Committees:
Executive,
Educational,
Social,
Banquet, Publicity.

Amendments

Club and its activities, and of re
ceiving and approving all applica
tions for membership.

Membership
Article 2. Section 1. Applica
tions for membership shall be pre
sented to the member of the School
Council from the class in which the
applicant is enrolled, accompanied
by one year’s dues. The member of
the Council, after satisfying him
self of the eligibility of the appli
cant, shall approve the application
and deliver it to the secretary, who
shall thereupon enroll the appli
cant as a member of the Club,
notify him of this fact, and report
the same at the next meeting of the
Council.
Section 2. Applications for Fel
low Membership shall be presented
to the Council in writing, accom
panied by such evidence as the
Council may require and one year’s
dues. A majority vote of the Coun
cil shall be sufficient to elect a
Fellow Member.
Section 3. Honorary Membership
shall be accorded only by a twothirds vote of the School Council.

Article 10.
This constitution
may be amended at any meeting of
the School Council by two thirds of
those present and voting, provided,
notice to each member of such
amendment shall have been given
in writing at the previous meeting.
The School Council may take im
mediate action on amendments to
this constitution, provided a notice
Committees
of such amendment is included in
Article 3. Section 1. There shall
the notice of the meeting, and
notice is sent to every member be the following standing commit
tees : Executive, Educational, So
seven days prior thereto.
cial, Banquet, and Publicity.
BY-LAWS
Section 2. The Executive Com
Duties of Officers
mittee shall suggest the type of
Article 1. Section 1. The presi activities for the year and assign
dent shall preside at all meetings the dates for them, and transact the
of the School Council, shall be business of the Club. It shall con
president of the School Council, sist of the president, secretary, and
and shall perform such other duties treasurer of the Club, and the chair
as usually devolve upon a presiding man of the educational, social, ban
officer.
quet, and publicity committees, and
Section 2. The vice-president two members of the faculty.
shall act as president during the ab
Section 3. The Educational Com
sence or disability of the president. mittee shall promote the educa
Section 3. The secretary of the tional activities of the Club.
Club shall be secretary of the
Section 4. The Social Commit
School Council, shall keep a proper tee shall promote the social activi
record of all meetings of the ties of the Club.
School Council, and shall perform
Section 5. The Banquet Commit
such other duties as the president tee shall arrange for an annual
of the Council may direct.
banquet.
Section 4. The assistant secre
Section 6. The Publicity Com
tary shall act in the absence or dis mittee shall arrange to keep the
ability of the secretary.
activities of the Club before the
Section 5. The treasurer shall student body.
be charged with the custody of all
Section 7. The president shall
funds of the Club, and shall be have the power to appoint such
empowered to disburse funds upon special committees as he may deem
the order of the president and necessary, or the School Council
attestation of the secretary for order him to appoint.
purposes authorized by the Council.
Section 8. The chairman of each
Section 6. The members of the standing committee must be a mem
Council from the various classes ber of the Council. The members
shall be charged with the duty of of the committee need not be mem
presiding over the meetings of their bers of the School Council.
classes, of acquainting their classes
Section 9. The president shall
with all matters concerning the appoint all committees.
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Dues
Article 4. Section 1. The dues
of Juniors, Seniors, and Fellows
shall be one dollar a year, payable
in advance. There shall be no dues
attached to Honorary membership.
Section 2. Members delinquent
in dues for three months shall be
dropped, upon a report of the facts
to the School Council by the sec
retary.

Vacancies
Article 5. The School Council
shall have the power to fill all va
cancies.

Special Meetings
Article 6. Special meetings of
the School Council shall be subject
to the call of the president.

Charter Members
Article 7. All those who become
members of the Club within one
month after the adoption of the
constitution and by-laws shall be
deemed Charter Members.

Insignia
Article 8. Junior:—May wear
the bronze insignia of the Club.
Senior:—May wear the silver in
signia of the Club.
Fellows: May wear the gold in
signia of the Club.
Any member will be subject to
expulsion for wearing an insignia
above his standing.

Rules
Article 9. Roberts’ Rules of Or
der shall be used in conducting all
meetings of the School Council.

Amendments
Article 10. These by-laws may
be amended at any meeting of the
School Council, provided notice of
such proposed amendment is sub
mitted in writing at a meeting not
less than one week, nor more than
two months, previous thereto.
The following officers have been
elected:
President, John H. Bulin, Jr.
Home Address, 934 84th Street,
Brooklyn,
phone,
Bensonhurst,
3722-M; business address, Tide
water Consolidated Copper Com
pany. phone, Broad, 5860, New
York.
Vice-president, Herbert H. Va
cheron. Home address, 124 Bruce
Avenue, Yonkers; business address,
Paper Can Corporation, S. M. R.
Road, Yonkers.
Secretary, Clinton F. Darcy.
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York City, phone, Columbus, 6247;
business address, DeWitt Clinton
High School, New York.
Publicity Committee, Charles A.
Winter, chairman. Home address,
3076 Hull Avenue, Bronx, phone,
Wm. Bridge, 245; business address,
Simmons-Boardman Publishing
Company, phone, Barclay, 6940,
New York.
Social Committee, Charles H.
Stanley, chairman. Home address,
84 Himerod Street, Brooklyn;
business address, Federal Reserve
Bank, Equitable Building,
120
Broadway, New York.
Educational Committee, Isaac
Stern, chairman.
Home address,
Postoffice Box 10, Newark, N. J.
Banquet Committee, Wm. P.
Crum, chairman.
Home address,
258 Clermont Avenue, Brooklyn.

HE students of the Providence
Institute
of
Accountancy
(Pace Courses), which is
conducted as a part of the educa
tional work of the Bryant and
Stratton School, recently gave an
enjoyable dance in Froebel Hall,
Providence. Specialty dances were
given by several members and
favors were distributed, including
whistles and Maytime hats. A bal
loon dance provided much merri
ment for the guests, and the affair
was pronounced a huge success
financially as well as socially.
The committee was in charge of
Leon Williams, chairman; Frank
Lamore and Paul Larson. The offi
cers of the Pace Students’ Associa
tion are Edgel A. Duffy, president;
Ralph C. Sunderland, vice-presi
dent; Brook A. Sykes, treasurer;
Grace M. Holman, secretary.
Among the guests were Mr. and
Mrs. Harry Loeb Jacobs, Mr. and
Mrs. Francis G. Allen, Mr. and Mrs.
Norman Hathaway, Mr. and Mrs.
Warren C. Lane, and Mr. and Mrs.
J. C. Barber.

T
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FRANK ROKER, Jr., Semester B,
Pace Institute, New York, has ac
cepted a position as junior account
ant with Crocker Tompkins & As
sociates, public accountants, New
York and Scranton.

of the President of the French Re
public. The order for this was
issued in France, in September,
1919, and Captain Hetzel got the
news from the War Department.
“ While Commander of the Post,
at Rouen, France, Captain Hetzel
was recommended for this high or
der in the Legion of Honor by
Major General Deligny of the
French Army.
“ Captain Hetzel has been in the
Guard for thirteen years, having en
listed as a private in the Thirteenth
Coast Defense Corps.
He went
from private to sergeant in one leap
in that outfit, and was later trans
ferred to the Fourteenth Infantry

C. C. STOUT, Pace Extension
Course in Accountancy and Busi
ness Administration, Reno, Nevada,
has joined the professional Ac
countancy staff of George K. Edler,
C.P.A., of that city.

was made commander of Company
F, and commanded this unit when it
became a part of the Sixteenth
United States Infantry, and went to
France. Captain Hetzel lives at
652 52d Street.”

Home address, 2275 E. 19th Street.,

Brooklyn, phone, Coney Island,
2034-J; business address, Lorain
Steel Company, 30 Church Street,
phone, Cortlandt, 2194, New York.
Treasurer, Horace M. Hovey.
Home address, 2025 Broadway, New

HE photograph
appearing
below is that of Foster G.
Hetzel, a student in Semester
C. Pace Institute, New York. Mr.
Hetzel had a notable war record,
as is evidenced by the following
excerpt from a recent issue of the
Brooklyn Daily Eagle:
“ It has been announced that
Captain Foster Greer Hetzel of the
Fourteenth Infantry, former com
mander of Company F of the One
Hundred and Sixth Infantry, has
been awarded the Order de l’Etoile
Noire within the Legion of Honor,
by the Grand Chancellor of that or
ganization, upon recommendation

as a second lieutenant.
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He soon

Foster G.
Hetzel,
Semester C
Pace
Institute

Annuity
Prob
lems
By
Edward
S. Thomas,
C.P.A.

HE intent of the
present article is
to show how the
principles enun
ciated in the
previous articles
of this series may
be applied in the
solution of cer
tain problems
submitted at a state board examina
tion. These problems were de
signed to test the reasoning powers
of applicants, as well as to ascer
tain whether they had a fair knowl
edge of a subject that is of no little
interest to public accountants.
While no great amount of knowl
edge is required to solve the prob
lems, the writer was informed by
one examinee that he had submitted
them to a professor of mathematics,
who said that the problems could
not be solved without a table of
logarithms, and that some of them
could not be solved at all—which
shows that some professors may
have much knowledge and not know
how to apply it to practical affairs.
This observation, however, is
neither novel nor surprising.
Problem 1. If a principal of $1,
at 5 per cent. per annum, will
amount to $3.3863549 in twenty-five
years, what would be the present
value of an annuity of $1,250 for
thirty years at the same rate?
Solution. Adding 5 per cent. to
the amount for twenty-five years,
we obtain the amount for twentysix years, and continuing this proc
ess, we get $4.3219424 as the
amount for thirty years. Now, the
present value of an annuity is equal
to the compound discount on the
annuity divided by the rate. Divid
ing $1,250 by 4.3219424, we get
$289,222, which, deducted from
$1,250, gives $960,778 as the com
pound discount; and the latter
amount divided by .05 gives $19,215.56 as the value of the annuity
in question. The present value of
an annuity is also equal to the per
petuity, less this same perpetuity
discounted for the given time.
Thus, $1,250 divided by .05 gives
$25,000, which is the perpetuity that
will yield an annuity of $1,250 for
thirty years at the rate of 5 per
cent. per annum. Dividing $25,000
by 4.3219424, we have $5,784.44,
which, deducted from $25,000, gives
$19,215.56 as before.
Problem 2. The present value of
an annuity of $1,000, payable in
half-yearly instalments of $500 for
forty-five years, at the rate of 6 per
cent., semi-annually, being $15501.20, what is the value of the
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same annuity if payable annually,
the rate being the same as before?
Solution. The relation of the
annual annuity to the half-yearly
annuity is as the relation of the
simple interest to the compound in
terest for a year, irrespective of
the time that the annuity has to run.
The compound interest on $1 for
one year is .0609, which, divided by
.06, gives 1.015 as the divisor of
the value of the half-yearly annuity,
to obtain the value of the yearly
annuity.
Dividing $15,501.20 by
1.015, we have $15,272.12, which is
the value of the yearly annuity.
Problem 3. Purchased May 1,
1904, ex-coupon, $100,000 5 per cent.
bonds, interest payable May 1st
and November 1st, on the basis of
4 per cent., semi-annually, principal
maturing May 1, 1929. Required
the amortizement of the premium
for the half-year ending November
1, 1924.
Solution. As the premium is not
stated, the problem might seem to
be insolvable, but a little reflection
will remove the apparent difficulty.
The premium at any time is equal
to the interest difference multiplied
by the present worth of an annuity
of $1 for that time, and the amor
tizement of the premium for the
same time is equal to the premium
multiplied by the sinking-fund for
$1. Now, the present worth of an
annuity of $1, multiplied by the
sinking-fund for $1, equals $1 dis
counted for the same time. There
fore, the amortizement for any
period is equal to the interest dif
ference discounted for the unex
pired time. In the given problem,
the interest difference for six
months is $500, and the remaining
life of the bonds is five years or
ten half-years. The tenth power of
1.02, or the fifth power of 1.0404, is
1.218994. Dividing $500 by 1.218994
gives $410.17 as the required amor
tizement.
Problem 4. Given that a princi
pal of $1, at the rate of 3 per cent.
per annum, will amount to
$1.55796742 at the end of fifteen
years, what should be paid for a
twenty-year lease of an estate, the
clear income of which is $2,500 per
annum, so that the purchaser may
receive interest on his investment
at the rate of 5 per cent., semi
annually, and have a surplus, which,
invested at 3 per cent., annually,
will amortize the principal at the
end of the term?
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Solution. The amount of $1 for
fifteen years, at 3 per cent. per
annum, being $1.55796742, the
amount for twenty years is
$1.80611123, and the compound in
terest for twenty years is .80611123.
Dividing the interest on $1 for one
year (.03) by the compound interest
on $1 for twenty years (.80611123)
gives .03721571 as the sinking-fund
on $1 for twenty years. Adding the
sinking-fund (.03721571) to the ef
fective rate of investment (.050625)
gives the annuity that $1 will pur
chase for twenty years. Therefore,
if $1 will purchase an annuity of
.08784071, the principal required to
purchase an annuity of $2,500 per
annum, under the given conditions,
equals $2,500 divided by .08784071,
or $28,460.61.
Problem 5. If $100,000 of bonds,
paying $3,000 each six months, is
worth $123,468.34, the rate of in
vestment being 4 per cent., semi
annually, what is the present value
of an annuity of $1,750, payable
annually during the life of the
bonds, the rate being the same as
before?
Solution. The present value of
an annuity of $1 per annum is equal
to the premium divided by the in
terest difference on the principal
for one year. The interest differ
ence equals $6,000 less $4,000, mul
tiplied by 1.01, or $2,020. Dividing
$23,468.34 (the premium) by $2,020,
we have $11.61799 as the value of
an annuity of $1 payable annually.
Therefore, an annuity of $1,750 is
worth $20,331.48. Had we divided
the premium by the difference of
interest at the nominal rates
(2,000), we should have obtained
the value of an annuity of $1, pay
able in half-yearly instalments; and
to obtain the value of a yearly
annuity we should have to divide
the half-yearly annuity by 1.01 (1
plus one-fourth of the nominal rate
of investment). But the same pur
pose is accomplished by multiply
ing the nominal interest-difference
(2,000) by 1.01 and using the prod
uct (2,020) as the divisor of the
premium.
Thus it will be seen that the pre
ceding problems can be solved
without the use of a table of logar
ithms, the opinion of the learned
professor to the contrary notwith
standing.

ROBERT J. BERRAN, C.P.A., a
graduate of Pace Institute, New
York, is a senior accountant with
Patterson & Ridgway, public ac
countants, New York.

Day
time
Classes

NSTRUCTION in Accountancy
and Business Administration
in regular daytime classes be
gan at Pace Institute, on July 7,
1919. There were many reasons for
the installation of the work at this
particular time. Executives of the
Institute had long felt that there
was a persistent demand for inten
sive daytime instruction in Ac
countancy on the part of many men
and women in the metropolitan ter
ritory who were so situated that
they could devote practically their
full time to study. Plans were be
ing carefully formulated for the
addition of this daytime work to
the curriculum of the Institute
when the war broke out. Of neces
sity, therefore, the plan had to be
temporarily abandoned.
The influx, after the war, of
thousands of young men and women
into
intensive,
developmental
courses of study, and especially
their desire for a course in Ac
countancy to which they could de
vote their entire time, led the Insti
tute to announce the formation of
the first day class on Monday, July
7, 1919. When the enrolment was
finally completed, thirty-three stu
dents had begun their study in the
special nine weeks’ summer day
course.
One surprising and interesting
feature of this first daytime class
was the fact that, contrary to ex
pectations, all the students did not
come from New York City and the
immediate vicinity. On the other
hand, they were drawn from all sec
tions of the eastern part of the
United States. For this reason
alone, the class was considered a
definite success, as it was demon
strated that the demand for this
technical daytime instruction was
not confined exclusively to the New
York City territory. This interest
on the part of out-of-town students
was doubly significant in view of
the fact that all advertising for the
class was confined to a few an
nouncements in the New York
papers. No national advertising of
any sort was done.
When this first class finished the
work of Semester A, early in Sep
tember last year, the majority of
the students desired to continue
their study in the regular evening
classes. They preferred evening
study, because they entered upon
regular daytime employment at the
completion of the summer day class.
Many of the students were able to
utilize immediately in their work
the training that they received dur
ing the summer.
In September, a new day class
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was formed to begin the work of
Semester A, and at regular inter
vals of two or three weeks from
that time until now other new
classes have been formed. Begin
ning with the Semester A class
formed in September, all the day
classes have continued through
Semester C on the regular morning
schedule. The two advanced Sem
esters, D and E, have not as yet
been offered in the daytime as, upon
the completion of Semester C, most
of the students are enabled to enter
upon regular daytime employment.
They then complete their study of
the
Professional
Accountancy
Course in the regular evening
classes. The advanced Semesters
will, however, be given in the day
time whenever the demand becomes
insistent.
All those connected with Pace
Institute feel that day-school in
struction is now an established part
of the curriculum. The students
are all intensely interested in their
work; they are much pleased with
the plan of devoting their mornings
to class attendance and their after
noons to study and the preparation
of written work.
Because of the increasing demand
for this daytime instruction, and
because of the popularity of sum
mer study, many new day classes
are already scheduled for the sum
mer term which will begin on
Wednesday morning, July 7, at ninethirty o’clock. For the convenience
of the students, in addition to the
classes to be conducted at 30
Church Street, there will be addi
tional classes in the rooms at 26
Court Street, Brooklyn, and at 67
West 125th Street, Manhattan.
From present indications, many
teachers, as well as recent high
school and college graduates who
desire to make quick, intensive
preparation for Accountancy and
Business, will enroll in the sum
mer day course, on July 7th. The
Institute will offer, without charge,
a limited number of scholarships
to teachers who may wish to study
during the summer the funda
mentals of accounting, law, applied
economics, organization, and fi
nance.
HENRY KAPLAN, Semester B,
Pace Institute, New York, has
joined the accounting firm of Sun
del & Lieberman, as a junior ac
countant.
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HE second annual dinner of
the Pace Students’ Associa
tion of Washington was held
at the Wardman Park Hotel, on
April 26th. Nearly three hundred
members of the Association and
their friends attended. The dinner
was especially well organized and
conducted and was enjoyable in all
respects—the menu was well se
lected; there was exceptionally
good music, both vocal and in
strumental ; and there were ad
dresses by Homer S. Pace and by
Edwin C. Bosworth, Dean of Pace
Institute, Washington. A number
of clever “ stunts ” were carried out
to the great enjoyment of the
guests. Judge Michael M. Doyle
was a happy selection as toast
master. Dancing brought the eve
ning to a pleasant close.
That the dinner proved so suc
cessful was due in large measure to
the efforts of the Banquet Commit
tee, whose names follow: C. L.
Gable, W. T. Spence, Mrs. C. S.
Birgfeld, Miss Alice B. Butler, R.
L. Dixon, Arthur E. Dorer, V. L.
Gicquel, Miss Ella Hanft, Miss J.
Hatch, Miss E. M. Jenkins, Jerome
Kaufman, Luis H. Kaufman, M. C.
Kesler, L. J. Kessel, E. C. Lowry,
H. M. Miller, A. E. Otto, L. C.
Phillipus, Lt. H. H. Pyles, Miss
Catherine Keaney, H. J. Robb, P.
R. Russell, Fred Schnider, Miss
Ruth Scott, Walter H. E. Scott,
D. Bobb Slattery, Charles Stern,
and John F. Sweeny. Mr. Gable
acted as chairman of the Banquet
Committee, and Mr. Spence as
chairman of the Social Committee.
The officers of the Pace Students’
Association of Washington for 1920
are Henry J. Robb, president; W.
H. E. Scott, vice-president; P. R.
Russell, secretary; Miss Catherine
Keaney, assistant secretary; and M.
C. Kesler, treasurer.
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HERBERT B. BIELITZ, a student
of the Brooklyn Institute of Ac
countancy (Pace Courses), has been
appointed auditor for the Louvre
Knitting Mills, Inc., 381 Fourth
Avenue, New York City. Mr. Bie
litz is also retaining his position
as private secretary to Mr. Charles
Stewart Butler, of St. James, L. I.
JOHN W. HOOPER, a Pace gradu
ate, recently received the degree of
Certified Public Accountant from
the state of Connecticut. He has
also been admitted to membership
in the American Institute of Ac
countants. Mr. Hooper is a mem
ber of the professional staff of
Harris, Kerr & Company, chartered
accountants, New York.

Special Day Classes
in Accountancy and Busi
ness Administration will be
organized at Pace Institute, New York,
Washington, and Boston, early in July. These classes
will cover Semester A of the Professional Accountancy
Course in nine weeks.
The subjects covered are theory of accounts, practical
accounting, principles of the law and the law of contracts, applied
economics, and principles of organization, management, and finance.
Special Seminar instruction in double-entry bookkeeping is also
provided for students without previous knowledge of bookkeeping.
These summer classes should be of particular interest to men
and women already in Business who can devote their entire time to
study; to recent high-school graduates and to college-trained men
and women who wish to insure a successful entrance into Business;
and to teachers of commercial subjects who wish to broaden their
view of Modern Business as a Science.

In addition to the day classes, evening classes will, as usual,
be organized at regular intervals throughout the summer. Descrip
tive catalogs and booklets will be mailed upon request. Kindly
specify whether day-school or evening-school information is desired.

Pace & Pace
WASHINGTON

715 G Street, N.W.

NEW YORK

30 Church Street
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BOSTON

Tremont Temple

